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SUBJECT: Taxpayers Provide FTB Wth Specified Informati on Regardi ng Vari ous B&CT
Credits/ FTB Publish I nformati on Annual |y

DEPARTMENT AMENDMENTS ACCEPTED. Amendments reflect suggestions of previous analysis of bill as amended
X 7/2/99 .

AMENDMENTSIMPACT REVENUE. A newrevenue estimateis provided.

AMENDMENTSDID NOT RESOLVE THE DEPARTMENT’S CONCERNS stated in the previous analysis of bill as
X amended 7/2/99 .

X FURTHER AMENDMENTS NECESSARY.
X DEPARTMENT POSITION CHANGED TO Neutral
X REMAINDER OF PREVIOUS ANALY SIS OF BILL ASAMENDED 7/2/99 STILL APPLIES.

OTHER - See comments below.

SUMWARY CF BI LL

Under the Adm nistration of Franchise and Incone Tax Law (AFITL), this bill would
require corporate taxpayers that claimcertain credits to provide the departnent
with specified information regarding the credits clained, the nunber of enployees
enpl oyed by the taxpayer on the first day of the year, and the wages and health
benefits provided to its enpl oyees.

This bill also would require the departnment to publish the information in a
manner that provides the greatest detail while protecting the identity of

i ndi vi dual taxpayers. The bill would require the information to be provided in
an annual report nade available to the public.

SUMVARY CF AMENDMVENT

The proposed anmendnents would reword the reporting requirenent to specify that
the departnent would publish the information in an annual report. This report
woul d be nade available to the public in an unspecified manner, rather than being
provided to the Legi slature and posted on the departnment's web site. The data
woul d be aggregated so that no fewer than three taxpayers would be represented in
each data category. The departnment woul d be required to provide the greatest
detail possible while protecting the identity of individual taxpayers. The

requi rement that the report include a unique identifier for each taxpayer woul d
be stricken fromthe bill

The June 29, 2000, anendnents added the requirenent that the taxpayer mnust
provide its Standard Industrial Cassification (SIC) Code. The anendnents al so
del eted the requirenent that taxpayers claimng carryover of the specified
credits nust provide information to the FTB
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The June 29 anmendnents al so specified that taxpayers claimng specified economc
devel opnent area (EDA) credits nmust provide the nunber of full-time enpl oyees for
both the state and the EDA in which the taxpayer is doing business. The
amendnments al so del eted | anguage that woul d have specified that taxpayers doing
busi ness in an EDA woul d provide information only for that EDA

The June 29 anendnents elimnated the penalty that woul d have been inposed if the
taxpayer failed to provide the information

The June 29 anendnents reworded the actual reporting requirenment, which will be
reworded agai n by the proposed anendnents, as noted above.

The June 29 anendnents al so del eted the section that woul d have added to the

di scl osure provisions of the AFITL. This section would have clarified that the
departnent may provide to the Legislature the information required under this
bill.

The June 29 anendnents al so authorized the Legislative Analyst's Ofice (LAO to
eval uate the inpact of the specified credits on EDAs within the state.

The June 29 anendnents resolved a few of the technical concerns provided in the
departrment’'s analysis of the bill as anmended July 2, 1999. The remai ni ng
techni cal concerns, as well as the inplenentation considerations and departnenta
costs, that still apply are provided bel ow. Except for the itens discussed in
this analysis, the department’'s analysis of the bill as amended July 2, 1999,
still applies.

| MPLEMENTATI ON CONSI DERATI ONS

Staff anticipates that this bill would be inplenmented as foll ows:

?? Approximately 8,000 corporate taxpayers currently claimone or nore of the
listed tax credits. Based on prior credits clained, staff anticipates that
t hese taxpayers likely would be the largest corporations in the state. Many
returns for large corporations are so large they are delivered to the
departnment in boxes.

?? A check box would be added to the front of the return for taxpayers to indicate
that they have clained one or nore of the listed tax credits. Another form
al so woul d be devel oped for taxpayers to provide the specified information

?? Upon initial processing, any returns with the box checked woul d be pull ed out
of normal processing and sent to a special unit, which would be created to
adm ni ster the provisions of this bill.

?? The special unit would review each pulled return to determ ne whether the
information formis included and is conplete.

?? If the formis included and is conplete, the information reported would be
entered into a data base for publication

?? If the formis not included or is not conplete, the special unit would issue a
notice to the taxpayer to provide the information within 90 days and would hol d
the return for that tinme period.

?? If the taxpayer provides the information within 90 days, no credits woul d be
deni ed, and the return would be put back into the normal processing system
after the information is entered into the data base.
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?? If the taxpayer fails to provide the information within 90 days, the special
unit would issue a notice of proposed assessnent that would deny the credits
specified in this bill.

TECHNI CAL CONSI DERATI ONS

The attached anendnents woul d resolve the foll owi ng technical considerations
rai sed by this bill

1. Anendnment 1 would change the term “corporation” to the correct term“taxpayer.”
Thi s change i nadvertently was onmtted fromthe anendnents provided in the
departnment’s analysis of the bill as anended May 12, 1999.

2. Amendnents 2 and 3 would correct the nane of two of the credits to | ocal
“agency” mlitary base recovery area.

3. Anendnent 4 would clarify that the credit would not be denied if “either” of
the two listed conditions exist.

The authorization for the LAOto evaluate the inpact of the EDA credits does not
appear linked to the departnent's reporting requirenment. This authorization
shoul d be placed in a separate code section nore appropriate for the LAQ rather
than within the incone tax | aw adm ni stered by the departnent.

DEPARTMENTAL COSTS

Under the above discussed inplenentation plan, staff estimtes that the order of
magni tude of the departnental costs would be as shown in the follow ng table:

Franchi se Tax Board
Order of Magnitude Costs
(in mllions)
1999/ 00 2000/ 01

Personal Services (approxi mately 27 0.9 0.9

per sonnel years)
Oper ati ng Expense and Equi pnent 0.7 0.2
Department al over head 0.1 0.1

Tot al $ 1.7 $ 1.2

Thi s anal ysis does not take into account all of the facilities and related costs
that mght be incurred to create space for the special unit that woul d be
created. These costs have the potential of significantly increasing the costs
identified in this analysis.

BOARD POSI TI ON

Neut r al

At its July 6, 1999, neeting, the Franchise Tax Board voted 2-0 to take a
neutral, if anmended, position on this bill, as anmended July 2, 1999. The Board
stated they woul d be neutral on the bill if it was anended to require the

departrment to report the specified information in the aggregate, instead of
di scl osi ng i ndividual taxpayer information, which will occur with the proposed
amendnent s.



Anal yst Christy Keith
Tel ephone # 845- 6080
At t or ney Patrick Kusiak

FRANCHI SE TAX BOARD S
PROPCSED AMENDMVENTS TO AB 1220
As Anended June 29, 2000

AVMENDMENT 1
On page 3, line 14, strikeout “corporation’s” and insert:
t axpayer’s
AVENDMVENT 2
On page 4, line 3, strikeout “area” and insert:
agency
AVENDMVENT 3
On page 4, line 5, strikeout “area” and insert:
agency
AVENDVENT 4
On page 5, line 8, strikeout “if” and insert:

in either of the follow ng circunstances



